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Michigan Department of Treasury
496 (2-04)

AUDITING PROCEDURES REPORT

Issued under P.A. 2 of 1968, as amended.

Local Government Type Local Government Name County
IQCity X Township [] Village [] Other | Jonesfield Township Saginaw
Audit Date Opinion Date Date Accountant Report Submitted to Sate:

3/31/04 6/3/04 9/21/04

We have audited the financial statements of this local unit of government and rende ed&ép%& ialfstatements
prepared in accordance with the Statements of the Governmental Accounting Standards Board ( and|the Uniform
Reporting Format for Financial Statements for Counties and Local Units of Gowi rmmeaqg p1 9’”2”5{%’4 by the Michigan
Department of Treasury. -

We affirm that: LOCAL AUDIT & FINANCE p)y.
1. We have complied with the Bulletin for the Audits of Local Units of Government in Michigan as revised.

2. We are certified public accountants registered to practice in Michigan.

We further affirm the following. “Yes” responses have been disclosed in the financial statements, including the notes, or
in the report of comments and recommendations

You must check the applicable boxes for each item below.
CyesXno 1. Certain component units/funds/agencies of the local unit are excluded from the financial statements.

[dyes X no 2. There are accumulated deficits in one or more of this unit's unreserved fund balances/retained
earnings (P.A. 275 of 1980).

Xl yes [(Jno 3. There are instances of non-compliance with the Uniform Accounting and Budgeting Act (P.A. 2 of
1968, as amended).

[Jyes X no 4. The local unit has violated the conditions of either an order issued under the Municipal Finance Act
or its requirements, or an order issued under the Emergency Municipal Loan Act.

O yes X no 5. The local unit holds deposits/investments which do not comply with statutory requirements. (P.A. 20
of 1943, as amended [MCL: 129/91], or P.A. 55 of 1982, as amended [MCL 38.1 132]).

OJyes X no 6. The local unit has been delinquent in distributing tax revenues that were collected for another taxing
unit.

[(Jyes X no 7. The local unit has violated the Constitutional requirement (Article 9, Section 24) to fund current year
earned pension benefits (normal costs) in the current year. If the plan is more than 100% funded and

Jyes X no 8. The local unit uses credit cards and has not adopted an applicable policy as required by P.A. 266 of
1995 (MCL 129.241).

UyesXno 9. The local unit has not adopted an investment policy as required by P.A. 196 of 1997 (MCL 129.95).

To Be Not
We have enclosed the following: Enclosed  Forwarded Required
The letter of comments and recommendations. X [l ]
Reports on individual federal financial assistance programs (program audits). ] | X
Single Audit Reports (ASLGU). [] ] X
Certified Public Accountant (Firm Name)
Yeo & Yeo, P.C.
Street Address City State ZIP
3023 Davenport Saginaw Mi 48605
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‘?'YEO & YEO

CPAs & Business Consultants

August 7, 2004

To the Township Officials
Jonesfield Township
Merrill, Michigan

In planning and performing our audit of the general purpose financial statements of Jonesfield
Township for the year ended March 31, 2004, we considered the Township’s internal control
structure to determine our auditing procedures for the purpose of expressing our opinion on the
general purpose financial statements and not to provide assurance on the internal control
structure.

However, during our engagement, we became aware of a few items that offer an opportunity to
strengthen internal controls and operating efficiency. We would like to share these matters with
you and offer our recommendation.

Bank Reconciliations

In reviewing bank reconciliations and through conversations with management, it has come to
our attention that additional controls need to be implemented during the bank reconciliation
process. Due to minimal staff, segregation of duties is nearly impossible. With that, there still
should be someone other than the treasurer receiving the bank statements and looking at them
for unusual items before the reconciliation takes place.

We recommend that a board member receive the bank statements directly from the bank. These
statements should be reviewed first for unusual checks or other transactions and then given to
the treasurer for the reconciliations to be performed. This review of the bank statement will
ensure that unusual items are investigated on a timely basis.

Internal Controls

The Michigan Department of Treasury has compiled accounting procedures for municipal
governments. A copy may be found on the Internet at www.michigan.gov/treasury. We
recommend that the Township review the Uniform Accounting Procedures Manual to ascertain
that the minimum internal controls are in place.

GASB 34 - NEW REPORTING MODEL

The Government Accounting Standards Board has issued GASB 34 “Basic Financial Statements
- and Management’s Discussion Analysis — for State and Local Governments.” The
pronouncement will have a significant impact on external reporting. Changes to the audited
financial statements will include the following:

e Management’s discussion and analysis, including a narrative introduction and analytical
overview of the financial information;

¢ Presentation of the final amended budget, along with the original budget; and
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e Recognition of all fixed assets, with an initial value per item, including infrastructure. All fixed
assets will be recorded at historical value and depreciated over the assets useful life.

It will be effective for the fiscal year ending March 31, 2005. Therefore, it will effect your audited
financial statements for the year ending March 31, 2006.

We recommend that the Township ascertain that a complete list of capital assets is available for
the next audit. Although the Management’s Discussion and Analysis (MD&A) is required by
governmental generally accepted accounting principles (GAAP), it is not required by the State of
Michigan. We recommend that the Township Board determine if it wants the MD&A included in
its next audited financial statements. If it does, it needs to determine who will prepare it. As
auditors, we may assist you but are unable to write it. There are several examples on the
internet at www.michigan.gov/treasury, select local government then local unit audit reports.

This report is intended solely for the use of management and should not be used for any other
purpose.

We appreciate the opportunity to provide services to the Township. Should you have any
questions on the above, please feel free to contact us.

Very truly yours,

YEO & YEO, P.C.
CPAs and Business Consultants

Mari McKenzie



